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Since 1996 CCCS has had 923 active clients with predatory lenders listed on their debts.

Since 2003, when comprehensive data collection began, we have had nearly 7,600 active clients.

10% of our clients have been able to enroll their predatory loans on a debt management plan [DMP].
[This number is limited to lenders that will participate in CCCS DMP programs.]

With many lenders unwilling to enroll in DMPs, it is more likely that, at a minimum, 20% of our
clients have had some interaction with a predatory lender.
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From 1997 to 2005 incidences of predatory lending rose 8500%.

Since 2000, incidences of clients dealing with predatory lenders have increased 460%.

Estimated total of predatory lending incidences [CCCS] since 2003:

We have seen 25,801 clients since 2003. If we assume that at least 20% of these have taken
out a predatory loan, this equates to 5,160 people.

Since at least 60% of our clients have multiple loans, we can assume at least
3,096 clients took out more than one loan from a predatory lender.
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PREDATORY LENDING FACT SHEET

There are approximately 114 payday lenders in the state of
Montana.
o This equates to 11.48 payday lenders per 100,000 of the
population. [The national average is 10.66 per 100,000].

By comparison, Montana has 41 McDonald’s restaurants.

Montana ranks 28t% among all states for the number of payday
lenders.

Of the states that permit payday lending, Montana has the third
highest allowable annual percentage rate of interest [APR].

Average payday loan interest rates are over 400%
o By comparison, average interest rates on New York City
mafia loans were inexpensive, with rates at 250%

The 22,000 payday loan shops operating nation wide are
disproportionately located near military bases and in or near
predominately African American neighborhoods.
o Predatory lenders often target the elderly, low wage earners,
minority home owners, and active duty military personnel.

Last year roughly one in five active duty military personnel were
payday borrowers. Similarly active duty military personnel are
twice as likely as civilians to be payday borrowers.

91% of payday loans are made to borrowers with 5 or more loans a
year. This indicates an inescapable [predatory] lending cycle

The payday lending industry has exploded in the last decade,
reporting $10 billion in sales in 2000. This number rose
dramatically to $40 billion, $6 billion coming solely from interest
rates and fees in 2003.
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FOR IMMEDIATE RELEASE Contact Information:
Thursday December 14, 2006 Christina Barsky - 406 761 8721

CONSUMER CREDIT COUNSELING SERVICE APPLAUDS
EFFORTS TO REGULATE PREDATORY LENDING

(GREAT FALLS, MONTANA) - Consumer Credit Counseling Service of Montana
applauded the efforts of Montana Attorney General Mike McGrath and Montana
Representatives John Parker (D - HD23) and Shannon Augare (D - HD16) today in
their joint announcement of the Predatory Lending Bill, House Bill 29.

“Consumer Credit Counseling Service remains committed to working with our elected
officials in passing this very important legislation” commented Tom Jacobson,
President and CEO of the organization. “Montanans deserve fair and reasonable
opportunities for access to capital and this legislation does just that” continued
Jacobson.

HB 29 will:

cap loan amounts at 25% of a consumer's net income or $300, whichever is less
cap the APR at 36%, the same cap Congress approved for active military
personnel

e create a database to ensure that consumers have only one outstanding loan at a
time

e establish mandatory repayment plan provisions upon consumer request for a
loan in default

e prohibit additional loans to consumers who are under repayment plans increase
the license renewal fee for lenders from $125 to $500 and the annual exam fee
from $187.50 to $250

Title lending provisions in the same bill will:

e cap the APR at 36% and require that lenders conspicuously disclose the APR to
consumers
establish a minimum 30-day term for title loans
define title loans to exclude property that serves as a residence (mobile homes)
prohibit fees not expressly allowed for by the Act

establish a complaint and hearing process for violations through the Division of
Banking.
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BY ANNYS SHIN
by he Washmgton Post

WASHIN GTON.-— SlX months
ago, John Elliott, a sailor based at
Norfolk Naval Station in Virginia,
was: havmg trouble keeping up with
his bills, so.hé went looking for a
quick Source of cash to tide him
OVer:”

‘He took out what’s known. as a
. payday-loan, borrowing. against -
future paycheeks in exchange for
moneéy on the spot. :

EHiott borrowed a total. of ,

. $1,600 from four lenders, but the
high fees he was. charged each time
- he took out or renewed his loans
made them hard to pay off. In
another six months; his debt could
balloon to-:as much as $4,480.

“I thought I would pay it offina

couple of months,” he said: “It’s
- taken longer than I thought ”

Elliott’s experience. of ‘a short-
term loan turning into a long-term
liability is a familiar scenario to
payday customers, many of whom
live from.paycheck to paycheck
and have little access to other
forms of credit. A Defense
Department study published last
month found that members of the
military use payday loans three
times as often as civilians.

To get a payday loan, all a
borrower needs is a checking
account and a pay stub. There is no
credit check. The borrower simply
hands over a post-dated check for
the amount of the loan plus fees or
authorizes the lender to automati-
cally withdraw money from a bank
account.
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said Bill Hampel ch
for the Credit Union Na
Association; L
- M A credit card cash 'dvance may
turn out to-be:less expen
payday loan, accordlng to




But the fees can be high, -
averaging $15 to $30 for every

T

$100 loaned. If a borrower does - not -

pay back the loan by the next~pay-
day, the lender can depos1t the

then' loans Studi :
tors in Iowa, Jllinois.and Indiana
found that payday: ustomers
renewed loans an‘average of 10:to
13 times in'one year.

Consuiner. groups say the way
the loans-are strictured makes it
easy forlow-income earners to get
in over their-heads. “These are
loans made without regard

protectlon for the Consumer
Federation of America (CFA).

Payday loans have caught the
attention of Pentagon officials and
members of Congress; who worry
that the high fees contribute to
financial problems among mlhtary
personnel.

While it’s bad enough for a civil-

" jan to fall deeply into deb_t the
consequences-for members of the
military can be far more severe,
including the loss of security clear-
ance or a court-martial. Those con-
sequences make military personnel
the perfect clients for payday
lenders because they have extra
incentive to. pay back loans Fox
said.

“How (serv1ce members) man-
age their finances is important to
their careers and their security
clearances,” she said. “They will

. Pentagon

keep a loan afloat at all lengths.”
In the Navy, security clearances

are being revoked or denied for
“financial.reasons at €ight times the
rate they were four years ago. The

asked Congress to
limit what.payday and other
lender .charge active-duty
military. personnel to an annual
percentage rate of 36 percent. The
cap would include all fees.

The payday lending industry is

fighting the cap, saying it would

cut-service members off from a
much-needed source of credit and
drive them to'less. regulated
alternatives, such as offshore
Internet lenders.

Department of Defense off1c1als
however, feel the need to act, as
payday lending storefronts have
clustered near large military

- installations around the country.

For example, six payday lenders
are outside Fort Belvoir near
Alexandria, Va.

Under the proposed limit, the
fee on a $100 payday advance
would be $1.38, or less than
10 cents per day. That’s not enough
for a payday lender to pay its costs
for making the loans, according to

Lyndsey Medsker, a spokeswoman
for the Community Financial
Services Association of Anjerica
(CFSA), a national trade association
representing payday lenders. A
2005 study by the Federal Deposit
Insurance Corp: repor“ted that the
cost to.originate and sérvice:a pay-
day advance.of $245 is about $32.

The capon loans to the military
could have worse consequences for
consumers, Medsker said.

“Prohibiting a service or-elimi-
nating one short-term credit option
is not solving: the problem that peo-
ple still need access to short-term
credit,” she said.

In the past six years, as banks

- have retreated from small loans,

the number of payday lenders
nationwide has more than doubled,
to 22,000, according to estimates by
investment bankmg firm Stephens
Inc. The industry is‘dominated by
about a dozen companies, such as
Advance America, QC Holdings
Inc. and Ace Cash Express Inc.
Several of the companies are pub-
licly traded. Key to the industry’s
growth have been laws in 37 states
that allow them to operate under a
variety of restrictions.
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How a payday loan can halloon

Payday loans range in size from $100 to $1,000 and
carry fees of 15 percent to. 30 percent, depending on
- state legal maximums. Customers often roll over
these loans several times, incurring additional fees.
1) Original cost to borrow $500 for two weeks
- Loan amount: - $500. »

Source: Consumer Federation of America

Military payday lending fast facts
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more hkely than c1v1hans to have taken out a payday
loan. =

B One in five actlve duty military personnel were
payday borrowers in 2004.

B Proximity to military bases is a powerful predic-
tor of a high number of payday loan shops. »

B Military families spend more than $80 million
each year on payday lending fees.
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'glmg, borrowmg from one pay-
day lender to help pay off the
other. In 2004 and 2005, Lawson
,.she and her husband had
more than five loans at different
payday shops, racking up fees
along the way. She expects her

financial problems to result in.

bankruptcy.

“We'd. pay them off and
immediately reborrow to just
have money to make the house
payment,” said Lawson, who has
several medical conditions and
cares for three grandchildren.
“It got to where it was just
impossible to keep up.”

To take out a payday loan, a
borrower typically gives the
store a postdated personal
check that includes'the fee and
the principal. The lender holds
the check for about.two weeks
or until a customer receives a
paycheck or Social Security
payment. At that point, a bor-
rower can let the lender deposit

.. the check, can repay the amount -

— or take out another loan,

which consumer advocates say

many people do.

The nonprofit Center for
Responsible Lending estimates
more than 90 percent of these
small, short-term and high-cost
loans go to repeat borrowers. In
Virginia, regulators found that
85 percent of payday customers
returned to the same store in the
same year — some more than a
dozen times.

“They set it up so you have to
pay the whole thing off in two
weeks, and they know you

Law Center. “It’s bad enough

business booms

an't,” said ]ay‘ Speer, ‘exeeutive
director of the Virginia Poverty

whatever reason get caught
between paychecks without
alternatives,” said: Jamie Fulmer,
investor relations dlrector for
Advance  America, Cash
Advance Centers Inc. The
Spartanburg, S.C.-based compa-
ny is the nation’s largest payday
lender.

Last year, the industry gener-
ated about $6 billion in fee rev-
enue and $40 billion in loan vol-
ume at 23,000 stores, according
to estimates from the invest-
ment firm Stephens Inc. At the
six public companies alone, loan
volume rose 24 percent to
approximately $74 billion in
2005 from the previous year.
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Payday | loans —»I~- %fws that protect you

By Marsha Goettmg
MSU FamﬂyEconormst
The ads are on the radio, the TV,
the Intémet and evenin'the maﬂ The

days) that typlca]ly are not made by
traditional lenders:
Borrowers who habitually overuse

these types of loans can find them- - - '

selves on theroadto financial disaster
because of the relatively high costs of
obtaining the loans compared to the

costs from other sources. Nationwide .,

payday loan mdustry has emerged n

Deer Lodge County
Extension Serylce
Courthouse :800°S. Main St.

da

Barbara Andrsozzi
* -Agent

m payday loan is
payday lban cannot

—homepay, or, the:

o }oan?There

state law. .
There are two. alternatw
for making payday loans. - For the
first method, a payday lender loans
money to the borrower and accepts a
check for the loan amount plus fees.
The check is dated on.the day it is

written, and the lenderholds the check

for the agreed number of days before
depositing it. The borrower has the
option of buying back the check with
cash before the lender deposits it.

For the second method, a payday
lender loans money to the borrower
and accepts a postdated check. The
lender agrees 1o hold the check until
the date written on it. The borrower
still has the'option of buying back the
check w1th cash before the lender
deposns it)

-*term credit:: %;
Division: conduct annual amina: - ;
tions to-ensure that lenders-are in .

comphance ‘with-the prov:mons of = 8

n 'Check out the cost of a loan

. m_Is the cash advance on your
credlt card at a lower APR than on a
payday loan? .

~mUse youricredit card to make
your pﬁrchase and pay monthly. The
APR on credit card purchases may be
lower than on a payday loan.

m Usea credit card for the pur-
chase and then pay the total balance
by the due date and avoid any finance
charges on the purchase.

"® _ Ask creditors for more time to
pay ‘bills. ‘Do they charge for this
service? Is the charge less than a
payday.loan? :

exceed $3;OO plas

s and'any employer - -

Non-Monthly Family Living Ex-

penses’ and ‘Reduce Your Debts the

ay Way’.

These are all free except the two
noted. You may request the;publica-
tions from Marsha. Goetting, P:O.
Box 172800, MSU, Bozeman, MT
59717  or . e-mail her at

‘goetting @montana.edu.

) Ask famﬂy or fnends fora short- N
“term loan.
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Mr. Milford, who is on a fixed in-
come, with a ledger of his loans.

sprung up, scattered amon;
“trading posts ' Vefierable
shops and- restaurants alor
main street’ (old Route 66) a)
as many-as three crowding’ into ev-
ery surrounding strip mall.:

“Payday lendmg just’ keeps grow-
ing, and it just-keeps sucking our
community dry,” said Ralph Rich-
ards, a co-owner-if Earl’s, Gallup’s
largest and busiest restaurant.

Mr. Richards sees ‘thé ‘impact
among his 120 employees; ‘ainly
Navajo, some  of whom become
trapped by payday loans they cannot
repay and, he said, “develop a sense
of hopelessness.”

In one indication of how- co \men
the problems are, his restaurant
alone gets 10-to 15 calls each day
from payday lenders trying to collect *
overdue fees from his workers, Mr.
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The Hmm:m §= _um wm_mma again in
- January’s..-legislative  session. Lt
) Oo<. Diane D, Denish, who: ammo:cmm

1 . mSEVEm “the

the low-income commu-
» said she feared that the same
_political stalemate .would prevail. In
the meantime; Ms. Denish and many
1 % others say, effor s:are needed to de-
velop E.Em;w :mnbmsém to wmu&mw

oans.
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Debbie ‘Tang, a: m5m_m mother.

two, ‘took out three $200 loans; S;m

“total fees of $180- per month, ssmn

her child m:wg; payments aa ngt
arrive -last meonth or. this Sosz._
Without a-credit history to geta Umbw
loan, Ms. Tang said she felt she had
little-choicesbut to visit. payday lend-
ers to pay:the.electric.and:gas bills
untjl her grants for her nursing stud-
ies-arriveinJanuary.

Like Mr: Milford, Ms. Tang has put
up -a*.Chrisfmas tree but has 1o
presents underneath. - She 385%
broke the hard news to her 10 yea
old

¢y

“daughter ‘and 8:year-old ' son’
e’ll jiist put Christmas off for m
Bo:%:m:m said:
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